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Planning Retirement from a CPA Practice
As we all know, the key to an orderly retirement is 
planning. However, for many CPAs retirement is not 
that far away and the process has been made even 
more difficult and costly now because of certain 
provisions of the Tax Equity and Fiscal Respon­
sibility Act of 1982 (TEFRA). These provisions neces­
sitate the start of planning now and the follow- 
through and completion of a retirement program. 
Keep in mind that if you prepare for retirement 
while there is time and you are under no pressure, 
you will be able to deliberate calmly and cover 
points thoughtfully.
One of the methods you might consider to get the 
process started is to bring in outside professional 
help—perhaps another accountant from out of town 
or an attorney who does this regularly for other 
service firms. Do this on a paying basis, outline what 
you expect and provide a three- to nine-month time 
limit. You will find that a 2½ hour meeting is not 
impossible to schedule to keep the process moving, 
even during tax time.
Regarding time, it takes management of time to 
gather the partners at one meeting. I find that a 
fixed schedule of meetings with specific points to be 
covered during the time period really expedites the 
planning process. At one short meeting, a profes­
sional can lay out future meetings, what is to be 
covered and circulate a schedule with two alternate 
dates for each meeting so that any noncancellable 
dates can be adjusted. This will ensure everyone’s 
participation and that your time goals are met.
With an agenda, the managing partner should be 
able to prevent the meeting from degenerating into 
personality discussions and bickering. The use of an 
outsider will help, too, in raising the process of can­
did discussions to its proper place and will better 
enable you to reach a reasonable compromise, no 
matter how personally involved you may be in the 
overall solution. If you leave everything until the 
last moment, you will probably end up with less 
advantageous planning, poor bargaining positions 
and harsh feelings all-around.
A good many accounting firms rely almost ex­
clusively on nonqualified retirement plans. One rea­
son is that these are unfunded and as a result do not 
have to provide employee coverage and other re­
quirements as qualified retirement plans must. If 
you have an unfunded, nonqualified retirement plan 
you are selling yourself short. Young partners look 
at what it is going to cost them and generally don't 
like the plan typical of most CPA firms.
A currently popular technique for professional 
corporations is a salary reduction agreement that 
allows employees to irrevocably elect to receive part 
of their bonuses or current compensation in the 
future in the form of deferred compensation. This 
type of election should not give rise to constructive 
receipt of income provided it is exercised prior to 
the date payment is due. (For advance ruling pur­
poses, the IRS also requires that such election be 
made before services are rendered.)
An annual cash or deferred election for a portion 
of salary is available under section 401(k) of the 
Internal Revenue Code if the agreement meets the 
coverage rules of a qualified profit-sharing plan. 
Current legislation is pending which would make 
401(k) salary reductions applicable to money pur­
chase plans as well. The potential for planning here, 
even with the qualified section 401(k) rules, is that 
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A Look at the Office of the Future
If you have read practically any business magazine 
recently, you will have seen articles predicting phe­
nomenal growth in the automation of offices in the 
next five years. Some authors estimate that by 1986 
80 percent of all white-collar workers will be using 
computer-related equipment and that the ratio of 
white-collar workers to computer terminals will 
drop to three-to-one from the current ratio of seven- 
to-one.
Although some of the forecasts may seem far­
fetched, there will undoubtedly be dramatic growth 
in the number of workers processing information. 
Total expenditures on automated office equipment 
are expected to reach one trillion dollars by the end 
of this decade, with about 15 million personal com­
puters and 20 million computer terminals pur­
chased in the U.S.
Not long ago, office equipment consisted basi­
cally of one-function machines: typewriter, calcu­
lator, perhaps a photocopier, a library of reference 
books, massive paper files and a telephone for talk­
ing to people outside the office. Present-day offices 
are more sophisticated with electronic typewriters 
or word processors, microfiche equipment, pro­
grammable calculators, on-line computer termi­
nals, microcomputers and a telephone system that 
can perform a variety of functions. In the office of 
the not-too-distant future, the telephone will have 
video capabilities and all work stations and compu­
ters will be linked to permit interactive data trans­
mission between offices and information banks. 
Lets see what all this means for the CPA firm.
The key to productivity increases lies in the use of 
specialized work stations which permit ready ac­
cess to and manipulation of data by managers, su­
pervisors and professionals. At present, data is 
usually manipulated via a keyboard which is a 
stumbling block to some extent. However, the prob­
lem is likely to be alleviated in the future by the 
development of voice-activated equipment because 
of the following reasons.
To begin with, keyboards are slow to use and 
actually intimidate some people. As speed readers 
know, the mind can absorb about 1,000 words a 
minute, although we only speak at a rate of about 
200 words a minute. However, on average, managers 
and professionals can still talk several times faster 
than they can write or type. Voice-activated equip­
ment would thus allow speedier manipulation of 
data and there is already strong pressure from the 
marketplace for it. These machines, plus intelligent 
phones and PBXs will allow fast, interactive usage 
of information worldwide.
Intelligent PBXs will be the heart of future offices. 
With digitalized storage, they will be able to store 
and forward messages and to act as an electronic 
mail system, as well as to automatically find the 
least expensive route for long-distance calls.
Dictation equipment will be important too. Dic­
tating to a machine reduces the number of disrup­
tive conversations between important people and 
boosts their productivity. Dictation can be done any­
where—even when traveling and can help in the 
production of more marketing letters and more 
timely correspondence. It also trains your people for 
the future because the next generation of dictation 
machines will resemble present-day word proc­
essors in that they will feature disc storage which 
will make editing much easier and faster. They will 
also be connected to all the other office equipment 
via the PBX system.
Moving data input to its source saves time, errors 
and redundancy. Moving data storage and output to 
where it is needed saves time and improves decision 
making. The trend toward this started 10 years ago 
with intelligent terminals and continues today with 
personal computers. Central computers will even­
tually function as massive libraries and centers for 
complex computations.
The office of the future will allow CPAs to offer 
clients a broad range of attractive services. It will be 
easy to utilize color graphics, as well as to present 
information in traditional formats, and to provide 
financial and tax projections and computer models
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Growing Use of Computers in CPA Firms
The number of CPA firms with their own com­
puters doubled in the past four years, accord­
ing to the latest survey conducted by the 
Institutes information services division. Sole 
practitioners accounted for 6,210 of the more 
than 13,000 usable responses and reported the 
use of 2,385 computers.
In the last survey, 6,641 firms reported using 
their own computers—a tenfold increase since 
the first survey in 1974 and double the number 
reported in 1978. In 1982, 1,042 respondents 
used timesharing services compared with 647 
four years ago, and over 7,200 used tax-return 
preparation services versus 6,179 in 1978.
for "what if" thinking. Setting up service bureaus, 
timesharing services and selling specialized soft­
ware are other client service possibilities.
Productivity will be improved and costs reduced 
through the ability to quicky process data using this 
equipment. And on-line data bases will provide 
comprehensive information on potential markets 
and clients.
For example, a client/contact data base could be 
established on a word processor by market segment 
or any other desired classification to permit person­
alization of mailings, letters and proposals. In addi­
tion, video teleconferencing could be used to cut 
travel costs and allow everyone involved in a project 
to quickly interact. Also, facsimile telecopiers could 
be used to accelerate the flow of information be­
tween offices or between your office and a client. 
Desired information could be displayed on a termi­
nal while telephoning the client.
There will be other benefits. Young people are 
increasingly computer and technology oriented and 
want to be part of a "leading edge" firm. Personal 
computers, portable terminals and word processors 
will eventually be considered office necessities if the 
desired staff is to be attracted to and retained by the 
firm. Here are some thoughts on planning your of­
fice of the future.
First, form a task force to establish responsibili­
ties, survey your needs and resources, define your 
system requirements and establish criteria for the 
selection of hardware and software. Then, send re­
quests for proposals to selected vendors, evaluate 
the responses, select your system and plan delivery, 
installation, training and implementation. (See the 
June, July, August and December 1982 issues of the 
Practicing CPA for some ideas on selecting 
computers.)
The ultimate goal, of course, in establishing a 
highly automated office is to be able to provide 
business clients with financial information they be­
lieve is superior to anything they could get from 
another CPA firm. Such services must also provide 
an adequate return to the CPA firm.
Your long-range plans should therefore include 
specific goals, such as to only invest in additional 
equipment when you can project that it will make a 
positive contribution to cash flow within 18 months 
and provide a 200 percent return on investment in 
less than five years.
Approach your office automation as if you were 
engaged by a client to handle a project from feasi­
bility study through implementation. Make sure 
that each system has the same level of controls and 
documentation that you would recommend to the 
client. Finally, only select hardware and software 
that will facilitate gaining new, expanded engage­
ments while reducing the cost of completing them. 
With planning, CPA firms can use the next genera­
tion of computer-related equipment to upgrade pro­
fessional skills, improve productivity and offer 
outstanding service to clients.
-by John A. Short 
Consultant to CPA firms 
383 Orange Blossom 
Irvine, California 92714
Adapted from a presentation by Mr. Short at the AICPA 
MAP conference on firm management and admin­
istration in Las Vegas last July.
Establishing an Accounting Practice
As part of a series of reports on managing profes­
sional practices, the Bank of America has recently 
published a twenty-page report dealing with the 
basics of establishing an accounting practice. The 
topics include office planning, financing, personnel, 
management, data processing and practice develop­
ment. The publication also contains a tabulation of 
equipment and furniture costs, a cash-flow projec­
tion and a checklist for setting up a practice. It notes 
that practicing CPAs recommend six to ten years 
prior experience with large local, regional or na­
tional firms.
Copies of the report are available without charge 
at Bank of America branches or may be ordered by 
mail at $2 per copy. Send a check or money order to 
Small Business Reporter, Bank of America, Depart­
ment #3401, P.O. Box 37000, San Francisco, CA 
94137.
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AICPA MAP Conference Decennial
This year, the AICPA’s management of an accounting 
practice committee will be sponsoring its tenth an­
nual series of four practice management con­
ferences. The emphasis at these conferences is on 
exchange of information—the format encompassing 
presentations by practitioners and outside con­
sultants, small-group discussions, question and an­
swer periods and concurrent sessions.
The first 1983 conference will be held on July 
28-29 at the Fairmont Hotel in Denver. It will deal 
with firm management and administration, and the 
topics will cover what local firms should do to com­
bat the squeeze on profits in the years ahead, the 
development of a cost-effective CPE program that 
will minimize technical obsolescence and maximize 
career development, and creative financing ap­
proaches for local firms. Concurrent sessions will be 
on the professional uses of microcomputers, office 
planning guidelines and the organizational prob­
lems of rapid growth.
The second conference, on partnerships and pro­
fessional corporations, will be at the Mountain 
Shadows hotel in Scottsdale, Arizona, on Septem­
ber 22-23. Specific topics to be covered are an exam­
ination of various partner compensation practices, 
one firms experience in buying out its founder, plan­
ning for a retreat and, at the concurrent sessions, 
solving partnership problems through effective 
team building, partner terminations and reflections 
on a 30-year partnership.
The practice growth and people management 
conferences will be held in a cluster at the Hershey 
Hotel in Philadelphia on October 10-11 and October 
13-14 respectively. The practice growth conference 
will deal with developing and administering a firm’s 
marketing program, one firm’s successful experi­
ence in obtaining desirable clients, and getting an 
appointment and handling the interview with a pro­
spective client. The concurrent sessions at this con­
ference will be on computer-produced graphics, 
organizing effective client seminars and marketing 
and bidding for municipal audits.
Participants at the fourth conference will hear 
about administering firm policies and procedures 
as they relate to women staff members or partners, 
installing a professional career-path process and de­
veloping a management policy that increases staff 
productivity. At the concurrent sessions, they will 
be able to discuss aggressive chargeable-time pol­
icies, recruiting entry-level professional staff and 
effective delegation.
For further information, contact the AICPA’s in­
dustry and practice management division, (212) 
575-6439.
Letter to the Editor
In his article on client-centered practice develop­
ment in the December issue of the Practicing CPA, 
Richard A. Connor suggests pruning clients that 
offer little growth potential, require an undue 
amount of attention and produce less than a normal 
rate of return. I believe that pruning less-than-eco­
nomically desirable clients need seldom be consid­
ered because, in most cases, the situation can either 
be improved or will take care of itself. Let me sug­
gest how.
First, clients whose fee levels are below desired 
levels should be subjected to a two-faceted ap­
proach consisting of (a) thoroughly reviewing all 
work done, eliminating the unnecessary and pass­
ing on to client personnel any clerical work needed, 
and (b) carefully and firmly increasing fees over a 
period of time to standard fee levels. Most clients 
will respond to reasonable efforts but a few whose 
primary philosophy is to be guided by price will 
leave. They don’t have to be dismissed.
Second, clients whose grumbling about their ser­
vices leads you to question whether they are worth 
the bother should be subjected to individual atten­
Practicing CPA, March 1983
tion and analysis. Find out what the client really 
needs, as opposed to supplying only what is asked 
for. Study the client’s business from the perspective 
of what you would do if it were yours. Then, advise 
the client in a series of quiet after-hours give and 
take discussions and offer to provide the services 
you believe are required. Decline to provide un­
needed services and explain why. Again, most cli­
ents will respond well and those few who don’t will 
leave. They don’t have to be dismissed either.
Finally, push work down to the lowest staff levels 
possible in your organization. However hard it is to 
do so, delegate. Everyone will gain by more produc­
tive utilization of important people. Keep in mind 
that you don’t have to personally do the same work 
that you did at the beginning of the relationship. The 
few clients who cannot understand a maturing and 
high-level relationship will leave. However, most 
will appreciate and respect you more.
—Peter H. Burgher, CPA 
Utica, Michigan
Editors note: Mr. Burgher conducts seminars on man­
aging the professional firm.
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Planning Retirement from a CPA Practice 
(continued from page 1)
the senior partners can elect to defer compensation 
while the younger ones elect cash.
Generally, a profit-sharing plan contains no fixed 
contribution for employees, the amount being deter­
mined at the discretion of the board of directors 
based on a percentage of compensation. Not more 
than 15 percent of a participant’s compensation may 
be deducted in one year, although unused credit 
may be carried forward to allow a maximum yearly 
deduction of 25 percent. A profit-sharing plan com­
bined with cash or deferred section 401(k) provision 
gives flexibility on two levels: (1) corporate—to 
make or not make the contribution, and (2) individ­
ual—to take cash or defer it into the plan.
Target benefit plans are a popular hybrid of de­
fined-contribution and defined-benefit plans. While 
classified as a defined-contribution plan, they 
provide a benefit as a pension or defined-benefit 
plan would. Their advantage is that they allow the 
establishment of a plan geared in favor of older, 
more highly compensated people.
An important planning tool is available for a lim­
ited period of time. If a designation of how benefits 
are to be paid out is on file with the plan administra­
tor by December 31, 1983, then payments of retire­
ment and death benefits may be paid out according 
to that designation. This will allow participants to 
have their benefits paid out over more extended 
periods than the five-year maximum under the new 
law. This designation does not have to be irrevoca­
ble. However, if it is changed after December 31, 
1983, it will have to satisfy the new rules.
Another advantage of a target-benefit plan is that 
it can accrue actual investment income to the bene­
fit of the participants. For example, the plan may 
assume a five percent or six percent return for the 
purpose of making contributions to fund the retire­
ment benefit. If the return is 10 or 12 percent, the 
actual retirement fund of each participant may be 
substantially greater than projected. As an advan­
tage to the employer if the fund loses money in its 
investments, the employer will not have to fund any 
shortfall.
The maximum contribution to Keogh plans for 
any participant is currently 15 percent or $15,000, 
whichever is the lesser. TEFRA, however, will in­
crease the Keogh limits so that they are at parity 
with corporate plans for years beginning after De­
cember 31, 1983. The annual additions to a defined- 
contribution plan will be limited for plan years be­
ginning after December 31, 1982 to $30,000. De­
fined-benefit plans will be limited to $90,000 per 
year benefit after 1982. Sole proprietorships, part­
nerships and subchapter S corporations will be able
Illustration of the Use of a Defined-Benefit 




Sam—Age 60; earns $200,000; go-getter
Sid—Age 40; earns $60,000; go-getter; has been 
with Sam nine years
Professional staff:
Joe—Age 28; earns $25,000; senior; has been with 
the firm three years; his father is a good client of 
the firm’s
Jack—Age 22; earns $22,000
Jane—Age 25; earns $20,000
Junior—Sam’s son; just started
Administrative staff:
Bertha—Age 35; bookkeeper
Two clerk typists $20,000
Prior to TEFRA a pure excess-only plan could have 
been established which would cover only two em­
ployees and the two owners. Since TEFRA, a mini­
mum benefit must be provided for all, but a plan can 
be established which will provide a 33.33 percent 
benefit of each individual's excess salary over social 
security base and 25 percent of each participant's 
total compensation. This will allow a funding of 
slightly over $100,000 a year on a five-year basis for 
Sam. Sid would require a contribution of $7,000 but 
could, of course, waive out of the plan and reduce 
the cost to the firm. This would result in a better 
cash flow to the firm, or, if necessary, for his own 
needs. Contributions for the three professionals 
would be $3,700.00. There would be no contribution 
for the two clerk typists, because they are below age 
25, and for Bertha, the trusty bookkeeper, there will 
be a required contribution of $1,000 per year.
The point of this illustration is that qualified plans 
can absorb a significant amount of money; and 
Sam’s firm really cannot afford a funding in this 
amount unless he gives up some current cash. But if 
Sam doesn't use a qualified plan, he could lose Sid 
who cannot keep the business and pay off Sam. Prac­
titioners have to accept the concept everyone else 
has—that part of your buy out has to be funded 
currently from your own money and you should 
take the tax advantages allowed by qualified plans.
Practicing CPA, March 1983
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Outline of Points to Retirement Planning 
for Both Partnerships and Professional 
Corporations
Overview
□ Cross-purchase v. entity purchase agreement 
□ Use of section 754 elections in partnerships





5) Individual retirement account
6) Simplified employee benefit plans
7) Defined Keogh contribution
8) Defined benefit Keogh under section 401(j)
9) Hybrids







1) With competition, i.e., unfriendly
2) Without competition, i.e., friendly
□ Withdrawal
1) With covenant not to compete











□ Review of tax considerations
□ Payment
Other tax considerations
Cash flow considerations 
to adopt identical defined-contribution plans or de­
fined-benefit plans after 1983. TEFRA has elimi­
nated nearly all the special and highly restrictive 
provisions that currently apply to Keogh plans 
covering owners/employees.
The major planning opportunity for unincorpo­
rated businesses is the possibility of adopting a nor­
mal defined-benefit plan instead of the limited 
401(j) defined-benefit Keogh. An unincorporated 
business after parity will be able to provide a benefit 
formula based upon compensation of the owner 
and, thus, can use high career average or final pay as 
well as years of service. For purposes of years of 
service, the unincorporated business will be able to 
give credit for past service occurring long before the 
effective date of the new law or any plan that is 
subsequently adopted. A self-employed person who 
has been in business for many years will be able to 
provide a generous retirement benefit for himself 
based upon all of his years of service, with little 
benefit for current employees with few years of 
service.
A major problem remains, though, in that the 
deduction of major contributions to a retirement 
plan will generally reduce the compensation on 
which a pension is based, creating an unfortunate 
cycle. Highly compensated individuals will still 
have sufficient earnings remaining after deductions 
to provide a generous pension, but others will be 
substantially penalized by the effect of the deduc­
tions on their compensation base.
One of the prices that had to be paid for the elim­
ination of the Keogh rules was imposition of the so- 
called top-heavy rules to all pension plans in an 
attempt to provide a minimum benefit to all em­
ployees. A defined-benefit plan is considered top­
heavy if more than 60 percent of the accrued bene­
fits are for key employees, and a defined-contribu­
tion plan is top heavy if more than 60 percent of the 
account balances are for key employees. Key em­
ployees are defined as an officer of the firm, one of 
the ten employees owning the largest interest in the 
firm, any five percent stockholder in the firm or any 
one percent stockholder in the firm with compensa­
tion of more than $150,000. TEFRA essentially 
raises the price for retirement by increasing the 
number of employees who must be included in 
qualified plans. The consequences of being classi­
fied as a top-heavy plan are severe.
Partnerships of professional corporations have 
been very popular in recent years. One reason was 
the inability of various owners to agree on the type 
of plan that should cover each owner. Another rea­
son was that separate corporations allowed greater 
flexibility as to the amount of benefits and the type 
of plan that could be provided for each owner. Com­
parable benefits need not be provided for all em­
ployees if the common-controlled group rules under 
section 414 were avoided. Other professionals in­
corporated in order to structure entities that only
Practicing CPA, March 1983
Typical Schedule of Dates 
for Retirement Planning 
1983-84
Date Alternate Time Topic
5- 9-83 5-18-83 8:30 a.m. Overall considerations
5-30-83 6- 6-83 8:00 a.m. Type of death benefits and insurance
6-21-83 6-24-83 3:00 p.m. Discussion of entity purchase
7-19-83 7-26-83 3:00 p.m. Use of qualified retirement plan
8-23-83 8-26-83 3:00 p.m. Integration of qualified and non-qualified 
retirement plans
9-19-83 9-26-83 8:00 a.m. Lifetime transfers
10-10-83 10-17-83 8:00 a.m. Lifetime transfers—continued
11- 8-83 11-14-83 8:00 a.m. Disability
11-28-83 11-29-83 8:00 a.m. Death and valuation
12- 6-83 12-13-83 8:00 a.m. Valuation
12-20-83 12-21-83 8:00 a.m. Valuation, tax considerations
1- 9-84 1-18-84 4:00 p.m. Terms and cash flow
1-30-84 2-17-84 8:00 a.m. Cash flow and draft of documents
3-29-84 4- 5-84 8:00 a.m. Document review and discussion
5- 7-84 5- 9-84 8:00 a.m. Completion of documentation
covered owners under the retirement plan—all em­
ployees being excluded.
Section 414(m) was enacted and made applicable 
for plan years beginning after November 30, 1980. 
The purpose was to remedy the abuse that allowed 
owners to establish separate businesses and avoid 
414(b) and 414(c).
In using qualified pension plans as a form of re­
tirement buyout, a problem sometimes arises with 
respect to contributions and coverage. The cost may 
be too great if all professionals must participate in a 
substantial defined-benefit plan. And if younger 
partners/employees waive coverage in order to get 
cash for themselves and older partners, they risk 
disqualifying the plan.
One answer to this problem is a thrift-defined 
benefit plan. This, essentially, is a defined benefit 
plan which requires mandatory contributions by 
each participant in order for the participant to re­
ceive a contribution by the employer to the pension 
plan.
To encourage rank and file employees to partici­
pate, the mandatory contribution is usually set at a 
low percentage of compensation—such as one per­
cent. (This contribution is not deductible and 
should not be confused with the deductible volun­
tary contributions of up to $2,000.) Structured this 
way, a thrift-defined benefit plan can allow partial 
participation by key employees. In a year when cash 
is scarce, key employees could contribute a fraction 
of one percent instead of the full one percent which 
would require the employer to contribute its full 
funding requirement.
The thrift plan only provides a full retirement 
benefit, as defined in the plan, if the participant 
contributes the full mandatory amount for all the 
years of participation. For example, if the partici­
pant contributed only half of the one percent man­
datory contribution during all the years he was a 
participant, then whatever benefit was provided in 
the plan would be reduced by 50 percent. This al­
lows tremendous flexibility in funding but it is im­
portant to note that once the participant has not 
made a full contribution for a year, his benefit will 
be forever reduced unless there is a subsequent 
amendment to the plan which increases the benefit 
formula. Such thrift plans can often be used to allow 
younger partners to waive the plan using contribu­
tions that would have otherwise funded their bene­
fits to fund higher benefits for older, retiring 
owners/employees.
If I can make any point about retirement plan­
ning, it is that it is a constant process, not a static 
solution. Planning your retirement must be started 
now, followed through and reviewed regularly to 
determine whether it is appropriate, based on the 
circumstances at the time of review.
—by Mario J. Zangari 
Copeion, Schiff & Zangari 
370 Asylum Street 
Hartford, Connecticut
Practicing CPA, March 1983
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Travel Tips
Have you ever arrived at your destination only to 
find that the luggage you checked before boarding 
the plane has inexplicably failed to accompany you? 
Sometimes it turns up at a completely different 
airport. Other times it disappears forever. We asked 
Linda Payne, travel coordinator for the AICPA in 
New York, about airline requirements and what 
could be done to reduce the possibility of luggage 
being lost or misplaced. Here are some of her 
suggestions:
□ You may check one large bag up to 62 inches 
overall length plus height plus width, one me­
dium bag up to 55 inches and one small bag up 
to 45 inches. The maximum weight allowed per 
bag is 70 pounds. You may also check certain 
sports gear such as ski and fishing equipment, 
golf clubs, etc.
□ All checked bags must have outside identifica­
tion. Use your office address on the outside and 
put another tag with your home and business 
addresses and both phone numbers inside each 
bag. Always lock your luggage.
Every airport has a three-letter code. (For 
example, Denver is DEN.) Make sure that you 
have removed old destination tags and that the 
check-in clerk attaches the new tags with the 
correct code to your luggage.
□ While most airlines will provide emergency 
toilet items in the event your luggage can’t be 
traced, it is a good idea to pack an emergency 
kit—razor, toothbrush and toothpaste, change 
of underwear, makeup, etc., in your attache 
case or carry-on bag. If you need additional 
items, such as a clean shirt, most major airlines 
will reimburse you for the replacement cost if 
you can prove the need, if the price is reason­
able and if you present a dated receipt for the 
purchase.
□ If your luggage is irretrievably lost, you should 
seek reimbursement by filing a written claim 
to the airline immediately. The liability limit 
on domestic flights is $750 per bag and approx­
imately $9 a pound on international flights. If 
anything packed in your luggage is valuable, 
consider buying additional luggage insurance.
A good rule is to travel lightly, pack only essentials 
and carry bags on board whenever possible. Stan­
dard requirements are that bags must fit under the 
seat in front of you or in an approved overhead 
compartment. And don’t forget to check for carry-on 
items before you leave the plane.
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